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Innormalconditions，suchdifflcultieswouldhaveledtoasharpcontractionin cconomicactivity・Butreactingagainstthetightbudgｅｔａｒｙｐｏｌｉｃｉｅｓｏｆｌ９５２－３ａｎｄｌ９５６－７，whichincorrectlyhavebeenheldmoreresponsiblefbrthedepressioｎｏｆ ｔｈｅｌ９５０ｓｔｈａｎｗａｓｔｈｅｃａｓｅ,inrecessionthegovernmentactuallyincreasedexpendi-ture，incurringlargedeficitseveninthecurrentbudget・Theconsequencesweretwo-fold、ＦｉｒｓｔｔｈｅｓｈａｒｅｏｆｇｏｖｅｍｍｅｎｔｉｎｔｏｔａＩｏｕｔｐｕｔｗｈｉｃｈｈａｄａｌｒｅａｄｙｒｉｓｅｎｉｎｔｈｃｌｌ６０ｓｆｒｏｍ３３ｐｅｒｃｅｎｔｔｏ４３ｐｅｒｃｅｎtincreasedfnrtheranddramaticallyto63 percentbyl980Secondly，ｔｈｅcountry，screditorstatuswhichhadprobablｙｆＩｒｓｔ ｅｍｅｒｇｅｄｉｎｔｈｅｌ８７０ｓｗａｓｃｏｎｖertedintoadebtorstatus．Ｉｎｔｈｅｆｌｒｓｔｙｅａｒｓａｆｔｅｒ ｌ９７３ｔｈｅｂｕｌｋofexternalbolTowingwasprivate,accentuatingariseinthemflowon privateaccountfi･oｍｔｈｅｌａｔｅｌ９６０ｓ，ｂｕｔｆｒｏｍｌ９７６ｅｘｔｅｒｎａｌｂｏｒｒｏｗｉｎｇｏｎgovern-mentgreatlyovershadowedprivateborrowing・









































































ａｎｄｌ９７８ｐｅｒｃａｐｉｔａｒｅａlincomesinagricultureincreasedｂｙ７２ｐｅｒｃｅｎｔ・Ｂｕｔｔｈｅｉｍｐｅｔｕｓｔｏｇｒｏｗｔｈｈａｄｓｐｅｎｔｉｔｓｅｌｆｂｙｌ９７５・Netoutputstagnatedafterl975，andprosperitybetweenl976andｌ９７８ｗａｓａｃｃｏｕｎｔｅｄｆｂｒｓｉｍｐｌｙｂｙａｆａvourablerela-tionshipbetweenpricesofinputsandoutputs・ＳｕｂｓequentdomesticinHation，fUelledbythesecondenelgycrisisandgovernmentpolicy，meantthatinputprices out-strippedoutputpricesinagriculture，ａｎｄｍｏｓｔｏｆｔｈｅｇａｉｎｓｏｆｔｈｅｌ９７０ｓｗｅｒe quicklylost・MorefUndamentallystill，someofthebenefItsofagriculturalpolicyhavebeenillusory・Preｃｉｓｅｌｙｂｅｃａｕｓｅｉｔｉｓａｃｏｍｍｏｎｐｏｌｉｃｙ，pricesupportmecha‐ｎｉｓｍｓｗｉｔｈｉｎｔｈｅＣｏｍｍｏｎＭａｒｋｅｔｈａveboostedagriculturaloutputenormouslyin othercommonmarketcountries、TheconsequenceisthatagriculturalselfsufficiencyhasincreasedintheindustrialcountriesofwesternEuropeatlarge,and thatefficientlow-costproducersJikelreland,employingrelativelyfewinputsfipom 
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outsidetheCommonMarket,havebeendisadvantaged・Cheapinputsfi･omoutside
theCommonMarkethavefilelledfactoryfnrmmglnadditionexchangecompensa-
tionmechanisms,designedtoofTsetthedisadvantagesofcurrencymovements,made 
lrishproductsdearinsomeCommonMarketcountriesandthepolicysupported 
lrishprOductionmpartonlybysaleintointelventionstocks､Theconsequenceis 
thattheCommonMarkethasnotcreatedlalgemarketsfbrlrishagriculturalproduce 
inEuropeandthatlrishsalesareheavilydependent，wheretheyarenotsoldinto 
intelvention，onsalesoutsidetheCommonMarket・Thesearelargelynewmarkets，
buttheirpermanencydependsonmanyfactors､Thebenigncontributionofcom‐ 
monagriculturalpolicy，itspricesupportaspectapart，hasbeenmuchsmallerthan 
anticipated，thoughitmustbeappreciatedthatthelargesalesoflrishproduceoutp 
sidetheCommonMarketbenefItfiPomCommonMarketsubsidisation・
Oneofthecontroversialaspectsoflrishpolicyinrecentyearshasbeenentry 
intotheEuropeanMonetarySystem（EMS）ｉｎ１９７９.TheEMSisacartelinwhich 
memberssupportstableexchangerateswhicharemodifIedonlybygeneralagree-
ment・Britaindidnotenter，ａｎｄｍｂｅｃｏｍｍｇａｍｅｍｂｅｒｉｎｌ９７９１ｒｅｌａｎｄａｂａｎｄｏｎｅｄ
ｔｈｅｏｎｅｆｂｒｏｎｅｐａｒｉｔｙｗｈichhadexistedunbrokenbetweenthｅｌｒｉｓｈａｎｄＥｎｇｌｉｓｈ 
ｐｏｕｎｄｓｍｃｅｌ８２６１ronicallｙ，reHectingthelackofrealismintheeconomicpolicies 
ofl977-9，thisstepwasadvocatedbythegoverｎｍｅｎｔｏｆｔｈｅｄａｙｏｎｔｈｅｇｒｏｕｎｄｓ 
ｔｈａｔｔheIrishpoundwasgomgtostrengthenrelativetosterling,ａｎｄｂｙｅｎｔｅｒｉｎｇｔｈｅ 
ＥＭＳｔｈｅＩｒｉｓｈｐｏｕndwouldavoidthedisadvantagesofｂｅｉｎｇｔｉｅｄｔｏａｗｅａｋｃｕｌ岩
rencyJnrealityofcourse，thisbeliefwasunfbunded，ａｎｄｔｈｅｌｒｉｓｈｐｏｕｎｄｗａｓ 
ｓｏｏｎａｔａｄｉｓｃountrelativetotheEnglishpound・Buthoweverwrongthereason
behindＩｒｉｓｈｅｎｔｒｙｔｏｔｈｅＥＭＳ,thedecisionwasitselfjustifiedlfthelrishpound 
hadremainedtiedtｏｓｔｅｒｌｍｇａｔｔｈｅｏｌｄｐａｒｉｔｙ，theconsequenceswouldhavebeen 
thatassterlingstrengthene｡，mdustrialexportswhichwerethedynamicaspectof 
lrishexporttradeespeciaUytootherEECcountrieswouldhavebeenpricedoutof 
themarket・Ａｔｔｈｅｓａｍｅｔｉｍｅ,givenhighmflationmIreland，themaintenanceofthe
onefbroneparitywithsterlingwouldhaveensuredthatlrishgoodswouldhave 
becomeincreasmglyuncompetitivemBritainTheeffectofentrymconjunction 
withheavycapitalmvestmentwhichacceleratedthereplacementoflabourbycapi‐ 
talhasbeenbroadlytoensurethatlrishindustrialexportsremainedcompetitive・
TheagriculturalbeneHtsoftheEMShavebeenmoreproblematic,giventheadverse 
outlookfbragriculturalexportstootherCommonMalketcountriesandtheCom-
munity，scomplexlevies・ThebenefitstofnrmershavebeenoffsetbyinHation，ａｌ－
ｔｈｏｕｇｈｔｏｔｈｅｅｘｔｅｎｔｔｈａｔｍａｎｙｏｆtheoutletsfbrexportslieoutsideBritain，ｔｈｅ 
ｂｒｅakwithsterlinghashelpedtopreventlrishagricuIturalproductsfi･ombecoming 
overpricedonsuchmarkets 
ltisinstructivetocomparetheRepublicwithNorthernlrelandatthisstage、
Ｉｎｔｈｅｌ９６０ｓｔｈｅｎｏｒｔｈｈａｄｉａｒｅｄｂｅｔｔｅｒｔｈａｎｔｈｅｓｏｕｔｈ：itwasmoresuccessfUlin 
attractinｇｎｅｗｉｎｄｕｓｔｒｉｅｓａｎｄｕｐｔｏｌ９６８ｉｎｃｏｍｅｓｔｈｅｒｅｒｏｓｅｍｏｒｅrapidly・Allthis
wasreversedpost-1968，andinadditionariseinemigrationfromthenorthcoin‐ 
ｃｉｄｅｄｗｉｔｈｔｈｅｅｍｅｒｇｅｎｃｅｏｆａｎｅｔｉｎｆｌｕｘｔｏｔｈｅｓｏｕｔｈｌｔｉｓｅａｓｙｔｏｂｌａｍｅｔｈe 
troublesinthenorthfbrthis，thoughtheirimpactcanbediscountedbecauseof 
massivefInancialsupportfi･omBritainfOrNorthernlrelandandtheflactthatbefbre 
recessionintheworldatlargedeepenedthetroubleshadlittledirectimpactonout‐ 
putitselfAfimdamentalhlctormthereversalofitsindustrialfbrtuneｓｗａｓｔｈｅ 
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energycrisis・TheconcentrationofmanmadefIbresinlargeplantswhichresultedin
onequarterofthesyntheticfibreindustryintheUnitedKmgdombeinglocatedin 
NorthernlrelandseemedtobeanexceptionaUysuccessfillandrationalpolicy・Ａｎｄ
ｉｔｗａｓａｓｌｏｎｇａｓｅｎｅｒｇｙｃｏｓｔｓｗｅｒereasonableButthｅｒｉｓｅｉｎｅｎｅｒｇｙｃｏｓｔｓａｆｔｅｒｌ９７３ 
ｃｏｍbinedwiththelowpricesofAmericansyntheticsbecauseofAmericanpolicyof 
pricingenergylow，madethemdustryinNorthemlrelandaselsewhereinEUrope 
uncompetitive・Therecessionmmainland-Britamalsotookanmcreasingtoll；the
exchangepolicyinvolvmgastrongpound,whUeitsuitedsomesectorsoftheBritish 
economy，washardlyappropriatetoanareamtentonremdustrialisingrapidly、
Ａｆｔｅｒｌ９７９ｉｎｌｉｎｅｗｉｔｈｔｒｅｎｄｓｉｎＢｒｉtaingrowthratesinNorthernIrelandwerenega‐ 
tive,OneoftheconsequencesofdecelerationingrowthinNorthernlrelandwasthａｔ 
ｐｅｒｃａｐｉｔａｏｕｔｐｕｔｉｎｔｈｅｓｏｕｔｈｃａｍetoexceedoutputinthenorthThisiｓｏｆｃｏｕｒｓｅ 
ｂｅｆｂｒｅａｌｌｏｗｉｎｇｆｂｒｔｈｅｔermsoftrade､Ｔｈｅｓｔｒｏｎｇｐｏｕｎｄｏｆｔｈｅｅａｒｌｙａｎｄｍｉｄl980s 
whichdisadvantagedthegrowｔｈｍｏｕｔｐｕｔａｔｔｈｅｓａｍｅｔｉｍｅｅｎｓｕｒｅｄｔhatthepul迄
chasingpowerofoutputwassignificantlyhigherthanintheRｅｐｕｂｌｉｃａｎｄｔｈｅｃｌｏ３ 
ｉｎｇｏｆｔｈｅｇａｐｂｅtweenthetwodivisionsoflrelandwａｓｎｏｔｑｕｉｔｅｄｒａｍａｔｉｃａｓｈａｓ 
ｂｅｅｎａｓｓｕｍｅｄ、Butitisvelyrealnevertheless・Itshowsinindustry・Industrialoutput
inthetwoareasiｎｌ９６０ｗａｓａｂｏｕｔｅｑｕａｌ;ｍｌ９８１ｉｔｗａｓｔｗｉｃｅａｓｌａｌｇｅｍｔｈｅｓｏｕｔh 
Agriculturalmcomeshavealwaysbeｅｎｈighermthenorthmainlybecauseofits 
smallerfarmswithmolClaboumntensiveenterpnses，ｂｕｔｂｅｔｗｅｅｎｌ９７４ａｎｄｌ９８０ 
ｒｅａｌｐｅｒｃａpitafarmincomeswerehighermthesouth 
Thestructuralchangesoftheｌ９６０ｓａｎｄｌ９７０ｓ,notablythoseinthepayments 
field，ｗｅｒｅｏｎｓｕｃｈａｓｃａｌｅｔｈａｔｔｈｅｙｗｉｌｌｂｅpermanent・Ｔｈｅclassicpattemof
eighteenthcenturylreland-alalgetradesurpluswhichflnancedpaymentsto 
absentees-emergedintheagriculturaldepressionofthel660sandl670s,justas 
itsreversal-theemergenceｏｆａｄｅｈｃｉｔｉｎｃｏｍｍｏｄｉｔｙｔｒａｄｅ－ｃｏｉｎcidedwith 
anotheragriculturaldepｒｅｓｓｉｏｎａｔｔｈｅｅｎｄｏｆｔｈel870sAlalgefavourablebalance 
oftradewashardlyconsistentwithasubstantialriseinlivingstandardsbecauseit 
dcpletedthestockofgoodsbysendingmoregoodsoutthanwerereceivedThe 
sharpriseinimporｔｓｒｅｌａｔｉｖｅｔｏｅｘｐｏｒｔｓｍｔｈｅｌ８５０ｓａｎdl860sprobablycancelled 
theexporｔｓｕｒｐｌｕｓｂｙｔｈｅｅｎｄｏｆｌ８７０ｓ,andbetokenedasignificantrisemliving 
standards,ＡｓｗｉｎｇｆｉＰｏｍｈｏｍｅｍｖｅｓｔｍｅｎｔｔｏｆｂｒｅigninvestmentmthesameperiod 
helｐｅｄｔｏｓｗｅｌｌｔｈｅｖｏｌｕｍｅｏｆｉｍｐｏｒｔｓ：asinterestoninvestmentrose,ｎｎｐｏｒｔｓｍｏｒ 
ｂｅｆｂｒｅｔｈｅｌ８９０ｓｂｅｇａｎｔoexceedexports・Theprobleminthel980sisthatadverse
termsoftraderequlrearisemexportsrelativetoimports，thusimperillinglivmg 
standards・Ａｓｍｏｖｅｍｅｎｔｓｍｔｈｅｔｅｒｍｓｏｆｔｒａｄｅａｒｅselfreversmgovertime,thisisnot
initselfundulyalarminｇＴｈｅｃｏｌｌａｐｓｅｉｎｏｉｌｐｒｉｃｅｓｉｎｌ９８６ｉsitselfaclearmustra‐ 
tionofthat・Butmassivedebtensuresthateveniｆｔｈｅｔｅrmsoftradebecomefavou炉
able,atransferofrealresources,motherwords,ariseincommodityexportsrelative 
toimports，isnecessarytodischargetheliabilityonfootofmterestandprincipaＬＩｆ 
ｅｘｐｏｒｔｔｒｅｎｄｓａｎｄｔｅｎｎｓｏｆｔｒａｄｅarefavourable，thiswn1notbeundulyonerous､Ｉｆ 
ｔｈｅｙａｒｅｎｏｔ，ｔｈｅｎｔｈetransfbrswnlbeonerous，andwmdepresslivingstandards・
Ｔｈｅｗｈｏｌｅｐｒｏｃｅｓｓｏｆｓｈｉｆｔｍｇｔｅｒｍｓｏftradecombinedwiththenovelcondition-
fbrlreland-offOre垣nindebtednesshasensuredthatlrelandisevenmoredepend‐entonfbreigntradelntwentyyearsexportshavedoubledto50percentofgross 
nationalproduct・Ｉｔｉｓｔｈｕｓｍｏｒｅｔｈａｎｅｖｅｒａｈｏｓｔａｇｅｔｏfavourableexternalcondi‐
tionsandtoaccesstofOreignmalkets・Moreoveritsindustrialpoliciesbeartheirown
－２１－ 
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risks･ＴｈｅsyntheticfibremdustryinNortherｎｌｒｅｌａｎｄｉｓａｃｌａｓｓｉｃｅｘａｍｐｌｅｏｆａｐｅ壬
fectlyrationalpolicywhichfnnedbecauseofunfbreseencircumstances・Mostofthe
south'snewindustriesarenotenelgy-intensive,andarenotexceptionallyvulnerable 
onthatscorc，Buttheyaresusceptibletoageneralriseindomesticcosts,orbalTiers 
toaccesstofbreignmarkets・Wheretheyhaveasignificantnicheintheirmarkets,ａｓ
ｓｏｍｅｏｆｔｈｅｍｈａｖｅ，theirchancesofsulvivalarebest,butincreasinglytheindustrial 
sectorwmdependonanadaptablewell-educatedworkfbrceandonanefficient 
generaldomesticenvironmentltisironictoothatwhileCommonMarketsupport 
hasbeenmnportantfbrthesouth,theagriculturalpolicieshavenotworkedunifbrm‐ 
lytolreland，sadvantage・TheCommonAgriculturalPolicyhasstimulatedselfL
sufficiencyinindustrialcountriestoanextentgreaterthanwasfbreseenoreven 
intended・TheRegionalandSocialpolicieshavebeenpurelytoken,earlieroptimism
inIrelandandabroadaboutthedevelopmentoftheperipheralareasofEuropehas 
beenmisplaced，andthereisarealdangerofthedeveｌｏｐｍｅｎｔｏｆａｔｗｏ－ｔｉｅｒＣｏｍｍｏｎ 
ＭａｌｋｅｔofconSpicuouslysuccessfillandlaggingregionsrespectively， 
Thestructureofthecountryisstilｌｓｕｃｈｔｈａｔｉｔｉｓｍｏｒｅｐｒｏｐｅｒｌｙｔｏｂｅｒegarded 
asstandmgsomewherebetweenanindustrialandlessdevelopedcountry・Notonlyis
itsagriculturalpopulationrelativelymuchlargerthaninindustrialcountriesbutit 
hasfallenmoreslowlyJtsagriculturalpopulationisdividedmoreoverbetween 
relativelydevelopedregionsanddisadvantagedregionswhosepoorlivingstandards 
canbeparalleledmWestemEuropeonlymthemostdisinheritedregionsofthe 
Mediterranean・Ｔｈｅｂｉｒｔｈｒａｔｅｉｓｎｏｔｏｎｌｙｈｉｇｈ,buthasfallensurprisinglylittle､This
ensuresespeciallywhenthecostsofsupportingdisadvantagedsectorsandregionsare 
takenintoaccountthatmuchcapita］mvestmentwillcontinuetobeabsorbedin 
low-returninfrastructuralinvestment・Acontinuedflowfromagriculturewhichwill
riseifgoodeconomicconditionsreturn，combinedwithabirthratewhichwillfall 
onlyslowly,ensuresthatifconditionsimprovethepaceofurbanisationwillquicken 
andinfmstructuralcostswUlremainhighEducationalattainments,thoughgoodfbr 
secondaryschoolmg,havefallenbehmdindustrialcountriesfbrhighereducation・
Inextenuationoflreland，splight，itshouldberecognisedthatmoredeveloped 
countrieslikeDenmarkandBelgiumwithmuchlessexcusemanagedtheirpublic 
financesdeplorablｙｉｎｔｈｅｌ９７０ｓ,andwhUelrelandlagsmanumberofrespects,ｔｈｅ 
ｇａｐｓｈａｖｅｂｅｅｎｎａｒｒｏｗｅｒｔｈａｎｉｎｔhepast、Atvarioustimes，Irelandhasbeenex-
ceededfbrthehighestunemploymentratebyBritaｉｎ,BelgiumandtheNetherlands、
Comparingrelativepositionsmtheｌ９５０ｓａｎｄｌ９８０ｓｔｈｉｓｉｓｉｎａｓｅｎｓｅａｎａchieve‐ 
ment,thoughitsscaleisofcoursemitigatedbyitsrestmgonfbreigncredit・
Ｆｏｕｒｐｏｍｔｓｍｅｒｉｔｓｐｅｃｉａｌｃｏｍｍｅｎｔ・Ｆｉrst，thestructuralproblemsoflrish
societyareconsiderable，ｍｖｏｌｖｉｎｇｔｈｅｎｅｅｄｔｏｐｌａｃａｔｅｂｏｔｈａｎindustrialandurban 
sector,andalargefarmingcommunity（andwithinthelattersomedramaticallydi3 
advantagedregions).Thishelpstoexplaintheinconsistenciesandcontradictionsin 
policies，andgovernmentshavetendedasstructuralchangestookplacetoresortｔｏ 
ａｆｂｎｎｏｆｐｏｐｕｌｉｓｍｉｎｔｅｎｄｅｄｔｏｐｌｅａｓｅａｌｌｓｅｃｔｏｒｓｏｆｔｈｅｃｏｍｍｕｎｉｔｙｉｎｔheshort 
term・Governmentpolicyoverthel970scountenancedoverlalgewagesettlements
withinthepublicsector，ｆｌｎａｎｃｅｄｉｎｔｈｅｌａｓｔａｎａｌｙｓｉｓｏｕｔｏｆagrowingdeficitinthe 
currentbudgetlnl983howeverdevaluationwitｈｍｔｈｅＥＭＳａｇａｉｎｓｔｔｈｅａｄｖｉｃｅｏｆ 
ｅｃｏｎomistsandbankerswasonbalancethebestcourseSecondly，itisaconserva-
tivesocietywhichhasstilltodisplayacapacityｔｏａｄａｐｔｑｕｉｃｋｌｙｅｎｏｕｇｈｔｏｔｈｅｒｅ－ 
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qulrementsofanindustrialsociety、Notonlyhavedemographictrendsremained
surprisinglyrigid，buttheconservatismtheysuggestwasreflectedinpoorindustrial 
relationslalgelymodelledonBritishones，inoppositiontonewworkpracticesand 
totheerosionofwagedifferentials・Ｉｎｐｕｂｌｉｃadministrationatalllevelsitwasｒｅ‐
nectedmoppositiontochange，ahighdegreeofbureaucracyandapoorcapacity 
bothtofbrmulateadministrationrefbrmsandabovealltoimplementthem・Sucha
societyislackinginsomeoftheadaptabilitythatmodernindustrialsocietyrequires， 
andwhileithasmadeandwillcontinuetomakesomeoftheadjustmentsnecessary， 
thecourseofchangeisuneven 
Thirdly，wagesettlementpatternshavebeenquiteorigmalcomparedwith 
neighbouringcountries､Settlementshavebeenhigh,andtherateshavetendedtobe 
appliedhlirlyunifbrmlytoallworkers・Ｔｈｉｓｐattemoriginatedinthefactthatwages
wererigidlycontrolledduringthewaryearsandsuccessfUllyhelddownwellbelow 
therateofinnation・Whencontrolswererelaxedinl946ageneralroundofin‐
creasesspreadthroughthecommunity；ｍａＵｔｈｅｒｅｈａｖｅｂｅｅｎ２５ｒｏｕｎｄｓｔｏｄａｔｅ、
MoresignifIcantthanthehighlevelofsettlementswastheefYbrtofallworkersto 
secureidenticalsettlements(untilrecentlyftlirlysuccessfUlly).Thispatternhasnot 
disadvantagedhighlycompetitiveorcapital-intensiveindustry，butithasbeena 
factorinacceleratingthedeclineoftraditionalindustries；andinsecuringinnated 
wageincreasesfbrpublicseIvantsinthel960sａｎｄｌ９７０ｓｉｔｈａｓｂｅｅｎｏｎｅｏｆｔｈｅ 
ｍａｉｎｆtlctorsinaccountingfbrthelargedeficitinthecurrentbudgetwhichestab‐ 
lisheditselfasafbatureoflrishfinancesmthel970s・However，settlementsin
recentyearshavefallenbehindtherateofinflation，andthepatternofapplying 
broadlyequalmcreasesthroughoutthecommunitybothtosuccessfUlandailing 
industriesandtothepublicsectordespiteitsdeficit，hasftllteredThepatternmay 
decisivelychange，reflectmgtheplightofthepublicfinancesandthewidelyvarying 
economichealthofdifferentsectorsofindustry・
Fourthly，ｒａｐｉｄｇｒｏｗｔｈｒａｔｃｓｉｎｔｈｅｎｅｗｉｎｄｕｓｔrialsectors,electronicinparticu-
lar,havesomethingofadistortingeffectontheperfbrmanceoftheindustrialsector 
asawholelndustrialoutｐｕｔｈａｓｃｏｎｔｉｎｕｅｄｔｏｇｒｏｗ,andindustrialexportsinpartic-
ularhaverisenatasharprate、Superficially，betweenl975andl983productivity
permanhourrosemorerapidlythaninindustrialcountries，notexcludingJapan 
Thishasbeenparticularlyevidentinthecaseofelectronics・Yeteconomistsexperi‐
encedgrowingdisbeliefaboutthehealthysituationrepresentedbythispicturelt 
wouldsuggestaremarkablyhighvalueaddcdinindustryandinparticularinelec‐ 
tronics，Ｓｏｍｅｏｆｔｈｉｓｉｓｔｒｕｅｅｎｏｕｇｈ：therehasbeenamassivesubstitutionofcapital 
fbrlabourinsomeindustries，andasharpdeclineintraditionallaboulLintensivein‐ 
dustriessuchasclothmgandfootwear､However,ｎｏｔａｌｌｎｅｗｆｉｒｍｓｈａｖｅａｈｉｇｈｖａｌｕｅ－ 
addedcontent、Ｅｎｑｕｉｒｙｉｎｔｈｅｌａｓｔｙｅａｒｈａｓｂｏｒｎｅｏｕｔｔｈｅａｐｐrehensionsofecono‐
mists；aprocessoftransfbrpricing，astheysuspected，existed・Becauseofthefiscal
advantagesfOreignfirmsenjoyinlreland,theirimportedinputs-andmanyoftｈｅ 
ｆｉｌｍｓｎｏｔｏｎｌｙｈａｖｅａｖｅｒｙｈｉｇｈｉｍｐｏｒｔｃｏｎｔｅｎｔｂｕｔｄｒａｗｔｈｅｓｅｉｎｐｕｔｓｆｒomtheir 
ownplants-wereartificiallyundervalued，ａｎｄtheirtrueIrishoutput-orvalue 
added-equallyartiHciallyinHated、Ｔｈｉｓｅｎｓｕｒｅｄｔｈａｔｍｕｃｈｏｆｔｈｅｖａｌｕｅａddedwas
notionallytransfelTedfiPomtheirplantintheUnitedStateswhichsuppliedcompo‐ 
nentsandselvicestotheirlrishcentresofoperationswhereitwastaxedlightlyif 
atalLProfitsremittedfiPomlrelanｄｈａｖｅｐｒｏｖｅｄｔｏｂｅｍｕｃｈｌａｒｇｅｒｔｈａｎｐreviously 
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estimatedfbrpurposesofthelrishnationalaccounts,andtheproflleofthebalance 
ofpayments,lessrosythanithasfbmlerlyappeared,hashadtoberevised 
GiventhedifflＣｕltyoftaxmgfarmersrealistically，ａｎｄｔｈｅｌａｒｇｅａｍｏｕｎｔｏｆｅｘ‐ 
portrelieffbrexports,ｔｈｅｔａｘｂａｓｅｏｆｔｈｅｌｒｉｓｈｅｃｏｎｏｍｙｉｓｄisturbinglynarrow,and 
taxationratesonthelowestincｏｍｅｓｉｎｔｈｅｗｏｒｌｄ，smdustrialcountries，arenow 
amongthehighestmtheworld、Thedistortionscausedbygovemmentpoliciesin
industrialdevelopmentareprobablylargerthanarereadilyappreciated・Government
policyandespeciallyitsUl-thought-outfiscaldimensionshascontributedtothe 
declineofsomeoftheindustrialfinnscateringfbrthehomemarket，andtothe 
enhancementofthecountry，salreadymHatedexportdependence・
ＴｈｅｂａｌａｎｃｅｏｆｔｒａｄｅｉｔｓｅｌｆｉｓｎｏｔａｐroblemThecombinationofadverseterms 
oftradeandcrushinglyhightaxationtoservicegovernmentfbreignborrowingwhich 
onlyemergedinthel970shasensuredthatdepressionhasaffectedmostindustries 
andselvicesapartfromexport-orientedones、１，１９８４，ｌｂｒｔｈｅｆｉｒｓｔｔｉｍｅｉｎａｈｕｎ－
ｄｒｅｄｙｅａｒｓ（apartlbrmwaryears),exportscameneartoequallingimportsandfinal-
1yexceededthemin１９８５．Thisisnotmitselfeitherarecipefbrgrowthorasource 
ofreassurance・Ｉｎｔｈｅｌａｓｔｆｂｕｒｙｅａｒｓａｌｓｏｔｈｅｉｍｍｉｇrationofthel970shasbeen
replacedbyasignificantresumptionofemigration、Improvementsinthebalance
ofpaymentsarearesultofgovernmentfiscalpoliciesatlargeandoffiscally‐ 
encouragedexportscombinedlndeedtothcextentthattheyhavefurtherenhanced 
theexportdependenceofthelrisheconomy，thesefactorsleavetheeconomyallthe 
morevulnerable・Thisdependencecombinedwithheavyfbreignborrowingleaves
thelrisheconomymasituationwhichinarecessioninworldtradewouldmake 
onethinkofhighly-developedprimaryproducilUgcountrieslikeAustraliaorNew 
Zｅａｌａｎｄｉｎｔｈｅｌ９３０ｓａｓｔｈｅｎｅａｒｅｓｔａｐproximationsofwhattheimpactwouｌｄｂｅ 
ｌｉｋｅｌｙｔｏｂｅ・
Thelrisheconomichlture(ifwecanleavethefbllyofpoliticiansaside)depends 
almostexclusivelyontheprospectsfbrworldfbreigntrade，Domesticpolicieshave 
deprivedtheStateofalmostallroomfbrmanoeuvreinaneconomiccrisistriggered 
ｏｆｆｂｙａｒｅａｌｒｅｃｅｓｓｉｏｎｉｎｔｈｅｗｏｒｌｄｅconomyTheproblemisexacerbatedbyrigidi‐ 
tｉｅｓｉｎｔheeconomy，ｂｕｔｔｈｅｓｍａｌｌｓｃａｌｅｏｆｔｈｅｅｃｏｎｏｍｙｉｓaparticulardrawback 
Long-termshｉｆｔｓｉｎｔｈｅｔｅｒｍｓｏｆｔｒａｄｅｈａｖｅｎｏｔｈｉtlrelandasadverselyasfOrin‐ 
stancemtheJapaneseeconomy・Ｂｕｔｍｏｖｅｍｅｎｔｓｉｎｔｈｅｔｅｒｍｓｏｆｔｒａｄｅｍustbe
relatedtotheimportanceoffbreigntradeinGNP､Japaniscushionedbythefacｔ 
ｔｈａｔｅｘｐｏｒｔｓａｒｅｏｎｌｙｌ２ｐｅｒｃｅｎｔｏｆoutput、Ａｔ５４ｐｅｒｃｅｎｔｏｆｏｕｔｐｕｔ，export
dependenceleavesIrelandcumulativelymorevulnerablethanJａｐａｎｉｎｒｅｓｐｅｃｔｏｆ 
ｓｗｉｎｇｓｉｎｔｈｅｔｅｒｍｓｏｆｔｒａｄｅｗｈｉｃｈｍａｂｓｏｌｕｔｅｔｅｒｍｓｗｅｒｅｃｏｍｐａｒａｔｉｖｅｌｙｍｏｒｅｍｏｄ－ 
ｅｒａｔｅｍｌｒelandthaninJapan､Moreover,thesmallnessoffbreigntradeinrelationto 
totaloutputinＪａｐａｎｈｅｌｐｓｔｏｅｘｐｌａｉｎｗｈｙＪａｐａｎ，sdistributionisgoodatdistribut-
ingsupplies，ｂｕｔｎｏｔｉｍｐｏｒｔｓｗｈｉｃｈｒｅｑｕｉｒｅａｍｏｒｅsophisticatedandcentralised 
distributivesystemThesituationisquitethereverseinIreland・ThedistributivesysP
temworkswellmdistributingimports（andevenexports)butadistributivesystem 
dominatedbyhighly-developeddistributivemechanismsfOrimportedgoods,gives 
nocomfbrtwhatevertohome-producedgoodsonthedomesticmarket・
Ｉｒｅｌａｎｄｉｓｏｆｃｏｕｒｓｅｔｏｓｏｍｅｅｘｔｅｎｔａvictimoffbrtuitousclrcumstancesoreven 
unfbreseenones・Ｔｈｅｅｎｅｌｇｙｍｄｕｃｅｄｓｗｉｎｇｓｉｎｔｈｅｔｅｒｍｓｏｆｔｒａｄｅｈａｖｅｂｅｅｎｃｏｍ－
ｐｏｕｎｄｅｄｉｎｔｈｅｉｒｅｆｆｅｃｔｂｙｔｈｅｓｈｅｅｒｓｕｃｃｅｓｓｏｆｔｈｅＣｏｍmonAgriculturalPolicy 
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whichhascreatedproblemsfbrmany，notleastfbrlreland・Ｉｔｉｓａｌｓｏｉｎｐａｒｔａｖｉｃｔｉｍ
ｏｆｔｈｅｆａｓｈionabledoctrinesofeconomicdevelopmentpedalledthroughtheworld 
bywesterngovemments，economists，bankersanddevelopmentagenciesiｎｔｈｅ 
ｌ９５０ｓａｎｄｌ９６０ｓ,especiallytheheavyemphasisancapitalmvestment,oftendefined 
uncriticallyasthekeyhlctorineconomicdevelopment・However，ｉｆｔｈｅａｄｖｅｒｓｅ
ｔｅｒｍｓｏｆｔｒａｄｅｉｎｔｈｅｌ９７０ｓａｒｅａｌｌｏｗｅｄｆｏｒ,thedeteriorationinthecapitalaccounts 
roughlycorrespondstotheimpactofthatchangeThegreatmistakeofpoliticians 
andpublicalikewaｓｎｏｔｔｏａppreciatethatthatentailedsomeriseinthetransferof 
realresourcｅｓｏｕｔｏｆｔｈｅｃｏｕｎｔｒｙａｎｄｔｈａｔｆｉｓｃａｌｐｏｌｉｃｙshouldbedictatedaccording-
ly・Fiscalpolicyfailedtotallytoappreciatethatinthemid-70s,amistakethatcould
belivedwitheasilyenoughonaoncc-offbasis,ｂｕｔｗｈｉｃｈｗａｓｍａｄｅｉｎｆｉnitelyworse 
bythedisastrousexpansionistpoliciesofl977-9・TheconsequencewasthatthO
economｙｂｅｃａｍｅｓａｄｄｌｅｄｗｉｔｈａｂｕｒｄｅｎｏｆｄｅｂtwhosemanagementnowproves 
difficult・Ｔｈｅｅｆｆｂｒｔｓｔｏｃｕｔｉｔｂａｃｋｈａｖｅｆａｌｔｅｒｅｄｏｎｃｅａｇａｉｎｌｎｌ９８５ｇｏｖｅｍｍｅｎｔ
ｂｏｒｒｏｗｉｎｇａｔｌ３ｐｅｒｃｅｎｔｏｆＧＮＰｗａｓｃｕｔｂａcｋｏｎｌｙｎｏｔｉｏｎａｌｌｙ，andtheproportion 
ofthatborrowmg，ａｌｍｏｓｔｈａｌｆ，devotedtofinancingthecurrentbudgetdeHcit， 
actuallyrose、ManyEuropeangovernmentsmadeserｉｏｕｓｍｉｓｔａｋｅｓｉｎｔｈｅｌ９７０ｓａｎｄ
ｌ９８０ｓ・Ireland，ｓｍｉｇｈｔｎｏｔｓｔａｎｄｏｕｔｓｏｍｕｃｈｅｘｃｅｐｔｆｂｒｔｈｅｅｒｒｏｒｓｏｆｌ９７７－９,and
theirlong-termconsequencesarｅｎｏｔｙetfullyapparent・Ｔｈｅｍａｓsiveriseinfbreign
indebtednesswillalsoreinfbrcetheprocessofstructuralchangeintheeconomy：the 
needtofinancepaymentstofbreigncreditorscombinedwithcontinuinghigh 
domestictaxationwillreinfOrcethehighlevelofexportstoincome・Ｔｈｅｓｍａｌｌｓｉｚｅ
ｏｆｔｈｅｄomesticmarketcombinedwithdependenceonfbreignconditionswulleave 
thecountrypainfullyvulnerabletotrendsabroad，sensitivetoeverychangeinthe 
internationalbarometers． 
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